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HOW TO BE A RAINMAKER
What is your definition of a “rainmaker?” I believe
someone who generates new business on a consis
tent basis, year after year, would fit that definition.
Most often, however, I don’t think it is one person
who generates all the business in a firm. I believe it
is the collective efforts of everyone on the staff.
The real role of the rainmaker—the role you have
to take—is to develop a vision of growth and change
for the firm. You have to be visible and be the
teacher and trainer. Everyone in your firm is capa
ble of helping in the sales effort and should be edu
cated about the services the firm offers and about
the expertise of its personnel. It takes a leader to
sustain that activity.
Create a blueprint for success

You can’t have a successful practice development
activity without its being integrated into the strate
gic plan for the firm, for each department, and for
each individual, regardless of the firm’s size. The
effort has to be global. When you have vision for
your firm, the one-year strategic plan has every sin
gle person’s activity outlined.
You must decide how much time people will spend
on every organizational function. For example, you
may decide that someone will spend 200 hours on
practice development activities, 50 hours on CPE, and
have 1,550 chargeable hours. A similar determination
should be made for everyone. The process will work if
you tell people what you expect from them.
Feedback is absolutely essential to the success of
any business plan, and there are three methods you
might want to consider. One, our client advisory
board, works like this.
On a couple of occasions, we have hired a psy
chiatrist to ask specific questions at a meeting of the
eight to ten clients who comprise our board. The
meetings, held in a nice restaurant at about 4:00 in
the afternoon, have lasted about two hours. The

questions concern our firm—what these clients
think of us, whether they think we are doing a good
job, what they know about our services, which ones
are beneficial to them, and how these services could
be improved.
Many good ideas come from outside an organiza
tion. Sometimes, we are too close to a situation to
see opportunities. Our clients can tell us, though.
Through our advisory board, our firm has eight to
ten people who are flattered to participate in this
process. In addition, they tell their business friends
and associates that their CPA firm has a client advi
sory board, that they are members of it, and that we
listen to their input. It is a powerful tool.
Focus groups are another favorite method of
obtaining feedback. The groups we form typically
consist of eight to twelve people who are not clients.
They are asked the same questions as the advisory
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board, but about their CPA firm, not Roberts,
Cherry and Company. They are also asked about
benefits they are currently receiving that we might
provide clients. Again, these people are flattered to
participate, and a number of them become our
clients after a year or so.
The third way to obtain feedback is through an
outside board of directors. It is best to have a variety
of different professions and businesses represented
on the board and, perhaps, even to pay people to par
ticipate. Outside board members don’t necessarily
have to be clients. The idea is to have an honest-togoodness board of directors to whom one is account
able. Experience shows that when you are held to a
higher standard, your performance improves. Also,
there is the likely benefit of having board members
promote your firm in the community.
As well as educating your team members about
the services your firm offers, you need to teach
them about cross-selling and add-on services. You
might even want to consider professional sales
training. We have had great success engaging for
mer Xerox Company sales personnel to give one-totwo-hour seminars on how to sell.
Set professional development goals

The key is to identify and research target clients.
Find out who is on the targets’ boards of directors,
who the shareholders are, and so on. Consider using
contact software, such as ACT, to create a database
of prospects and update the system regularly.
I suggest you have weekly practice development
and retention meetings. We have one every Tuesday
at 9:00 a.m. We follow a simple agenda and discuss
clients we have asked for referrals during the past
week, client work obtained, networking contacts
made, and commitments for the following week. We
also talk about client issues that arose during the
week, particularly situations where somebody
believes we can add services, and target clients we
want added to the database. The meeting is a team
effort lasting fifteen minutes to an hour.
The most important element of the meeting is the

commitment made that day for some action that
people will report on a week later. This might be the
clients they will visit, the number of targets they will
identify, or the number of networking contacts they
will make. The following Tuesday, they will report
on what they achieved. Practice development meet
ings, which should be held regularly and include
staff as well as partners, represent another powerful
practice development tool.
Cultivate referrals

Qualify and prioritize referral sources. Determine
whether they can send you the type of business you
want and focus on those who can. Keep in mind that
establishing rapport is important and be prepared to
have another partner maintain contact with the refer
ral source if the personal fit seems better. It is neces
sary to make this switch now and again.
Everyone talks about bankers, attorneys, insur
ance agents, and stockbrokers as being the best
referral sources. I have not experienced that myself.
I believe referrals can emanate from any source but
most come from present clients, that is, they can if
you tell clients about the services you offer and that
you want more business.
A sure way to obtain more referrals is to disci
pline yourself to having more meetings with referral
sources and to developing close relationships and
skills in dealing with them. Set a goal to have one or
two meetings a week, and have objectives you can
accomplish at the meetings.
One of my favorite activities is to hold a firm-onfirm information exchange. For example, we might
call a nonclient law firm and say we would like our
firm to get to know their firm, and suggest we meet
for cocktails so people can talk about themselves and
their specialties. We do this a couple of times a year,
and it never fails to generate reciprocal business.
You can do much the same thing when you have
an open house at your office. Invite a specific
group—auto dealers or contractors, for example—
and have a distinct agenda for their benefit.
Cosponsor seminars with a bank, brokerage house,
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Highlights of Recent Pronouncements
FASB Statements of the Financial
Accounting Standards Board

No. 131 (June 1997), Disclosures about Segments
of an Enterprise and Related Information
□ Supersedes FASB Statement nos.
1) 14, Financial Reporting for Segments of a
Business Enterprise, but retains the require
ment to report information about major cus
tomers;
2) 18, Financial Reporting for Segments of a
Business
Enterprise—Interim
Financial
Statements;
3) 21, Suspension of the Reporting of Earnings
per Share and Segment Information by
Nonpublic Enterprises;
4) 24, Reporting Segment Information in
Financial Statements That Are Presented in
Another Enterprise's Financial Report;
5) 30, Disclosure of Information about Major
Customers.
□ Supersedes FASB Technical Bulletin no. 79-8,
Applicability of FASB Statements 21 and 33 to
Certain Brokers and Dealers in Securities.
□ Amends:
1) FASB Statement no. 94, Consolidation of
All Majority-Owned Subsidiaries, to
remove the special disclosure require
ments for previously unconsolidated
subsidiaries;
2) APB Opinion no. 28, Interim Financial
Reporting, to require disclosure of select
ed information about operating seg
ments in interim financial reports to
shareholders;
3)
Other existing pronouncements.
□ Establishes standards for:
1) The way that public business enterprises report
information about operating segments in
annual financial statements and requires that
those enterprises report selected information
about operating segments in interim financial
reports issued to shareholders;
2) Related disclosures about products and ser
vices, geographic areas, and major customers.
□ Requires:
1) That a public business enterprise report
financial and descriptive information about
its reportable operating segments;
2) That a public business enterprise report a mea
sure of segment profit or loss, certain specific
revenue and expense items, and segment assets;

3) Reconciliations of total segment revenues, total
segment profit or loss, total segment assets,
and other amounts disclosed for segments to
corresponding amounts in the enterprise's gen
eral-purpose financial statements;
4) That all public business enterprises report
information about the revenues derived from
the enterprise's products or services (or groups
of similar products and services), about the
countries in which the enterprise earns rev
enues and holds assets, and about major cus
tomers regardless of whether that information
is used in making operating decisions;
5) That a public business enterprise report
descriptive information about the way that the
operating segments were determined, the prod
ucts and services provided by the operating
segments, differences between the measure
ments used in reporting segment information
and those used in the enterprise's general-pur
pose financial statements, and changes in the
measurement of segment amounts from period
to period.
□ Effective for financial statements for periods
beginning after December 15, 1997. Earlier
application is encouraged.

No. 130 (June 1997), Reporting Comprehensive
Income
□ Amends various existing pronouncements.
□ Requires that:
1) All items that are required to be recognized
under accounting standards as components of
comprehensive income be reported in a finan
cial statement that is displayed with the same
prominence as other financial statements;
2) An enterprise (a) classify items of other com
prehensive income by their nature in a finan
cial statement and (b) display the accumulat
ed balance of other comprehensive income
separately from retained earnings and addi
tional paid-in capital in the equity section of
a statement of financial position.
□ Effective for fiscal years beginning after December
15, 1997. Earlier application is permitted.

GASB Statement of the Governmental
Accounting Standards Board

No. 31 (March 1997), Accounting and Financial
Reporting for Certain Investments and for External
Investment Pools
□ Supersedes paragraphs 64 through 67 of GASB
Statement no. 11, Measurement Focus and Basis
Practicing CPA, November 1997
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of Accounting—Governmental Fund Operating
Statements.
Amends GASB Statement nos.
1) 2, Financial Reporting of Deferred Compensation
Plans Adopted under the Provisions of Internal
Revenue Code Section 457;
2) 3, Deposits with Financial Institutions, Invest
ments (including Repurchase Agreements), and
Reverse Repurchase Agreements;
3) 10, Accounting and Financial Reporting for
Risk Financing and Related Insurance Issues;
4) 28, Accounting and Financial Reporting for
Securities Lending Transactions.
Establishes:
1) Accounting and financial reporting standards
for all investments held by governmental
external investment pools;
2) For most other governmental entities, fair
value standards for investments in (a) partic
ipating interest-earning investment contracts,
(b) external investment pools, (c) open-end
mutual funds, (d) debt securities, and (e)
equity securities, option contracts, stock war
rants, and stock rights that have readily deter
minable fair values.
Provides guidance:
1) For applying fair value to certain investment
transactions for defined benefit pension plans
and Internal Revenue Code Section 457
deferred compensation plans;
2) For reporting the fair value of investments in
open-end mutual funds and external invest
ment pools.
Requires, for internal and external investment
pools, the equity position of each fund and com
ponent unit of the reporting entity that sponsors
the pool to be reported as assets in those funds
and component units.
Provides reporting standards when income from
investments associated with one fund is assigned
to another fund.
Establishes minimum requirements for the
financial statements to be presented and the dis
closures to be made in the:
1) Separate financial reports of governmental
external investment pools;
2) Sponsor’s report concerning those pools,
including expanded disclosure requirements
if separate pool financial reports are not
issued.
Provides standards for reporting individual
investment accounts that a governmental entity
provides to other entities.
Effective for financial statements for periods
beginning after June 15, 1997. Earlier applica
tion is encouraged.
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Statements on Auditing Standards

No. 84 (October 1997), Communications Between
Predecessor and Successor Auditors
□ Supersedes SAS no. 7, Communications Between
Predecessor and Successor Auditors.
□ Provides:
1) Guidance on communications between pre
decessor and successor auditors when a
change of auditors is in process or has taken
place;
2) Communications guidance when possible
misstatements are discovered in financial
statements reported on by a predecessor
auditor.
□ Applies whenever an independent auditor is con
sidering accepting an engagement to audit or
reaudit (see paragraph 14 of the Statement)
financial statements in accordance with general
ly accepted auditing standards, and after such
auditor has been appointed to perform such an
engagement.
□ Effective with respect to acceptance of an
engagement after March 31, 1998. Earlier appli
cation is permitted.
No. 83 (October 1997), Establishing an Understanding
With the Client
□ Amends SAS no. 1, section 310, Relationship
Between the Auditor’s Appointment and Planning,
to incorporate guidance about auditors estab
lishing an understanding with the client regard
ing the services to be performed.
□ Renames the title of SAS no. 1, section 310 to
Appointment of the Independent Auditor.
□ Effective for engagements for periods ending on
or after June 15, 1998. Earlier application is per
mitted.
Statement on Standards for
Attestation Engagements

No. 7 (October 1997), Establishing an Understanding
With the Client
□ Amends SSAE no. 1, Attestation Standards,
“Attestation Standards,” to incorporate guidance
about practitioners establishing an understand
ing with the client regarding the services to be
performed.
□ Effective for engagements for periods ending on
or after June 15, 1998. Earlier application is per
mitted.

1998 AICPA PRACTITIONERS SYMPOSIUM
May 31-June 3, 1998
Caesars Palace-Las Vegas, Nevada
PCPS Members save $75 off the 1998 AICPA Practitioners Symposium
SPECIAL OFFER: Extend your stay in Las Vegas for two more days and attend the AICPA’s National Conference on
Assurance Services (June 4th -5th at Caesars Palace) —gain valuable information on a new growth area for your prac

tice—earn an additional 16 hours of CPE credit—and as an incentive to stay, if you attend BOTH the Practitioners
Symposium and the Assurance Services Conference, you save $300 off the combined registration fee.

AN INNOVATIVE HIGH-QUALITY PROGRAM

Two years ago, the AICPA decided to create a dynamic and unique educational event for small- and medium-size firm
practitioners. Combining the educational agendas and the most popular features of the former PCPS Conference,
National Practice Management Conference, and the National Small Firms Conference, as well as some new innovations,
the AICPA's Practitioners Symposium provides answers, solutions, and strategies for you, your firm, and your clients.
The 1996 and 1997 Practitioner Symposiums were overwhelming successes due to the quality, diversity, and value of the
training provided. Here is sampling of what practitioners say they found beneficial:
□ “Caliber of presenters and opportunity to interact with other practitioners. Getting a full range of topics on what is
new and topical.”
□ “Diverse subject matter from which to choose...Speakers of high quality.....CPE credit.”
□ “Knowing that the AICPA is being proactive in addressing change; this theme played out very well through the con
ference.”
□ “As a sole proprietor, it enables me to organize, solidify and compile the vision I have for my firm. The sessions helped
me to determine what type of services I would concentrate on, or even offer.”
□ “It is an annual pep rally for me and the firm.”
□ “Some very timely topics for our firm. There were a lot of good thoughts on the direction of our industry.”

With two years of experience under our belt, the 1998 AICPA Practitioners Symposium promises to be the best yet. The
program offers something for everyone. There’s so much to choose from in this incredibly rich conference program. You
will discover over 60 different sessions allowing you to create an agenda that will meet your specific needs and interests.
To help you gain the most from this conference, we’ve arranged the sessions in special-interest tracks, including
Accounting and Auditing, Firm Management, Technology, Personal and Professional Development, Niche
Practices, Taxation, and Interactive Round Tables.

NETWORKING—THE KEY TO SUCCESS

Don’t miss your opportunity to network with peers, experts, and an extensive array of exhibitors from across the coun
try. And what better place to network than Las Vegas — the city that built its reputation on gambling and glitz and has
evolved into a one-stop multi-dimensional resort destination for people of all ages.

AN INCREDIBLE VALUE—TWO GREAT WAYS TO SAVE

PCPS members can attend the Practitioners Symposium and earn up to 32 hours of CPE for only $600 — that’s less than
$19 per CPE credit hour. The special PCPS registration price is a $75 discount off the standard registration fee of $675
for non PCPS members.
Plus, if you attend the Practitioners Symposium and the National Conference on Assurance Services, you save $300 off
the combined registration fee. This means that PCPS members can attend both programs and earn up to 48 hours of CPE
credit for only $950, and non PCPS members can attend both programs for only $1,025.

TWO CONFERENCES IN ONE GREAT LOCATION

This year’s Practitioners Symposium and National Conference on Assurance Services were purposely placed back-to-back
at the same hotel so practitioners from small and medium-size firms could benefit from two great conferences with max
imum convenience. We believe that the combination of these two programs will give you not only the diverse high-qual
ity training synonymous with Practitioners Symposium, but also the ability to learn about assurance services — the
hottest new growth area for the CPA profession.

REGISTER EARLY
Six Reasons to Register for the AICPA’s 1998 Practitioners Symposium
by January 31, 1998 are:
1)

You’ll have something to look forward to as you endure the long hours of tax season.

2)

Guarantee your spot—we expect both the Practitioners Symposium and the National Conference on
Assurance Services to be sold-out events (don’t forget, if you register for both conferences, you save $300
off the combined registration fee).

4)

Start planning for your 1998 success now.

5)

You’ll have a well-planned summer getaway to an exciting location — Las Vegas.

6)

Register by 1/31/98 and receive your choice of one of the following free AICPA books:
a. Winning Proposals-A Step-by-Step Guide to the Proposal Process.
b. Managing by the Numbers-Monitoring Your Firm’s Profitability.
c. Seasonality—Practitioners’ Suggestions for Managing Work Load Compression.

REGISTRATION INFORMATION
Practitioners Symposium: May 31-June 3, 1998
Hotel Information:
Caesars Palace

3570 Las Vegas Blvd. South
Las Vegas, NV 89109
(702) 731-7110
Rate:
Cutoff date:

$125 single/double
Wednesday, April 28, 1998
Room Block will be listed under AICPA Practitioners Symposium.

Cancellation Policy:

If cancellation is prior to Sunday, May 10, 1998, there is no penalty. After May 10, but
before Sunday, May 24, full refund excluding a $50 administration fee. After Sunday,
May 24, no refund given.

Assurance Services:
Hotel Information:
Cutoff date:

June 4-5, 1998
Same Hotel Address and Phone Number and Rate as above.
Sunday, May 3, 1998
Room Block will be listed under AICPA Assurance Services.

Cancellation Policy:

If cancellation is prior to Thursday, May 14, 1998, there is no penalty. After May 14, but
before Thursday, May 28, full refund excluding a $50 administration fee. After Thursday,
May 28, no refund given.

Airline Registrations:

American Airlines
(800) 433-1790
Star File# S-9375
(800) 241-6760
File #N1600
Delta Airlines
(800) 468-7022
Reference Code: #NLNJ2T
Continental Airlines
Discounts only available when registrations are made through 800 number.
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PCPS’ ROLE IN YOUR FIRM’S FUTURE
Know your customer. It’s the golden rule of busi
ness, today. In order for an organization to be suc
cessful, it needs to answer the questions “Who are
our customers?” and “What do they need?" For
PCPS, the rule is: Know your members.
Over the past two years, PCPS has taken steps to
do just that. We asked practitioners about their
firms, their future, and what we can do to help them
be more successful. We contacted member firms of
all sizes across the country via a telephone survey, a
comprehensive membership survey, and twenty-one
PCPS Town Hall meetings. We asked questions and
then we listened. Here’s what we learned.
PCPS firms are continually striving for higher
levels of performance. Member firms need to think

faster, act smarter, and work harder in order to stay
ahead of ever-increasing competition. PCPS firms
are innovators—exploring new ways to provide
valuable services, create business opportunities,
and effectively leverage technology. PCPS firms feel
a strong connection to their local community—
while working to provide clients with solutions for a
global economy—and know they can turn to a col
league for trusted and knowledgeable advice on
challenging issues. They demonstrate leadership
that defines the CPA profession.
That’s the profile of a PCPS firm. It’s not surpris
ing. PCPS firms have always been leaders. But in
today’s knowledge-based economy, the meaning of
leadership is constantly changing. So we asked,
"What role can PCPS play in your firm’s future?”
PCPS firms expect their membership to pro

peer review, and helpful product discounts.
Building on our established strengths—leader
ship, advocacy, and quality—PCPS is providing
practical benefits that will help your firm improve
performance.
PCPS firms value relationships with other
PCPS member firms. There’s nothing more valu

able than advice from someone who has “been
there, done that.” Within PCPS is a wealth of CPA
firm knowledge and experience you simply cannot
find anywhere else. As the AICPA Alliance for CPA
Firms, PCPS is making it easier for members to
meet, exchange ideas, and learn from one another.
PCPS-only special events, roundtable programs,
and meetings provide the venues for discussing
issues and solutions, while online opportunities
such as bulletin boards and special interest forums
on our new Web site will take PCPS networking into
cyberspace!
PCPS firms view advocacy as a key strength of

PCPS. You told us that representation in the stan

dards-setting process through the PCPS Technical
Issues Committee, providing the local firm perspec
tive on AICPA initiatives, and the work of the PCPS
Small Firm Advocacy Committee are important to
you. There are constant challenges—standards over
load, discrimination based on firm size, liability
exposure—as well as new concerns—nonCPA com
petition, electronic signature requirements, and the
potential impact of tax reform. PCPS is bringing the
opinions of member firms to the table on a wide
range of issues.

vide a meaningful benefit to the bottom line.

PCPS firms want PCPS to play a leadership

You’re dealing with technology, racing against the
competition, concerned about staffing, taking risks
on new services, and struggling with standards over
load. To help you manage it all, PCPS is focusing on
deliverables: technology advice, practice manage
ment assistance, new service strategies, guidance on

role within the profession. You want us to be

proactive in helping to set the future direction for
the public accounting profession and to help
ensure its continued viability. As the AICPA
Alliance for CPA Firms, our advocacy role will
grow. By expanding the size and scope of our mem
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bership, PCPS can become a greater force in repre
senting the interests of local and regional firms
within the profession. PCPS will help keep you
informed, communicate information on key profes
sional issues, and let you know its leadership’s
views on critical initiatives.
PCPS firms want PCPS to be a network or

association for firms. PCPS is uniquely positioned

to fulfill this role. For small firms, PCPS offers an
impressive list of benefits at reasonable cost.
PCPS firms need quality information in order

to make sound decisions. Your firm is innovative,

provides new services, and stays on the cutting edge
of technology. But the business risks involved raise
the stakes when it comes to making a large capital
investment. CPA firms need reliable information
when making strategic decisions. Firms can turn to
PCPS for practical information on practice alliances,
partner issues, skills training, and strategic plan
ning. The MAP Consulting Connection and Firm-onFirm Review Directory offer reputable resources for
member firms. As the profession establishes its posi
tion in the information age and stakes out new eco
nomic territories, PCPS will continue to help firms
distinguish themselves as leaders.

tinue to explore new distribution channels for bet
ter member accessibility to information.
PCPS firms view membership as an expres
sion of support for the profession. Our members

have always been involved in helping the profes
sion. Many of public accounting’s most influential
leaders have been active participants in PCPS. As
we look ahead, some firms express concern about
the profession’s future. The PCPS Committees—
PCPS Executive Committee, PCPS Management of
an Accounting Practice Committee, PCPS Technical
Issues Committee, and the PCPS Small Firm
Advocacy Committee—are developing strategies
and action plans designed to promote growth and
prosperity for the public accounting community.
What prompted development of the new

PCPS? We listened to you and found out how you

see yourselves, what you want, and where you see
your firms in the future—and have designed a
dynamic new PCPS to help you achieve your goals.
What success requires

cation. You will see a more aggressive approach to

The ultimate success of this new alliance depends
on you. We need your firm to become actively
involved. As a PCPS member, your firm demon
strates a strong commitment to supporting and par
ticipating in an alliance of CPA firms dedicated to
providing the highest-quality professional services
to clients. Through your involvement, other PCPS
members can benefit from your experience. There is
much to gain from sharing knowledge and partici
pating—often more, in fact, than you contribute.
That’s how a successful partnership works.
Simply being a member of PCPS won’t make
your firm different, but through your membership,
PCPS will lead you to the tools, resources, and
opportunities that will help your firm successfully
respond to the challenges of the marketplace. □

member communication in the future. PCPS is
using new media, such as video (the “Small Firm
2000” video this year) and the Internet (PCPS Web
site online in early 1998), to disseminate important
information to the membership. And we will con

—by the AICPA PCPS Executive Committee,
Harborside Financial Center, 201 Plaza Three, Jersey
City, New Jersey 07311-3881, tel. (800) CPA-FIRM,
FAX (800) FAX-1112, E-MAIL PCPS@aicpa.org

PCPS firms would like to achieve greater value

from the peer review process. In response, PCPS

established a special task force to examine and
enhance the peer review experience for its members,
while remaining committed to maintaining the qual
ity and integrity of the peer review process. As the
AICPA Alliance for CPA Firms, PCPS will work to
ensure that member firms receive education about
their rights in the peer review process, and about
how they can leverage their peer review report and
public file as marketing tools.
PCPS firms are looking for better communi
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A Look at the New PCPS
With self-regulation now the norm, rather than the
exception in the CPA profession, and the profession
itself having changed dramatically over the past
twenty years, PCPS has taken the opportunity to
change some of its membership requirements so it
can better serve members in public practice. PCPS'
commitment to quality and the public interest will
continue, however. Let’s look briefly at require
ments in two areas.
Peer reviews

In many ways, your peer review will not change.
Current AICPA bylaws require firms practicing pub
lic accounting to be enrolled in an approved prac
tice monitoring program. Your review will still be
administered by your state society or sponsoring
organization, will still take place every three years,
and you will still have the option of picking your
own review team.
The most significant change is that you will no
longer be required to choose a PCPS firm to per
form your peer review. Maintaining this require
ment might unfairly limit a firm’s selection of a
reviewer—particularly in remote locations where
there might be few PCPS members. If you are cur
rently a PCPS member but not enrolled in the
AICPA SEC Practice Section, your firm will auto
matically be enrolled in the AICPA Peer Review
Program. (Editor’s note: If you wish to enroll in the
SECPS program, call (201) 938-3025.)
PCPS will still require member firm peer review
reports to be publicly available for bankers, lawyers,
and others to use as reference sources. PCPS retained
this requirement because it is critical to safeguarding
the public interest and has been a cornerstone of PCPS
membership since its founding twenty years ago.
In addition, PCPS is exploring new ways to gath
er information from member firms and will contin
ue to request firms to submit certain nonfinancial
information when applying for membership, which
will be made available to the public upon inquiry.
CPE requirements

PCPS eliminated its own CPE requirement in light
of recent changes in Statement on Quality Control
Standards no. 2, System of Quality Control fora CPA
Firm’s Accounting and Auditing Practice. This state
ment requires AICPA firm personnel to participate
in general and industry-specific continuing profes
sional education (CPE) and other professional
development activities that enable them to fulfill
their assigned responsibilities, as well as satisfy
applicable CPE requirements of the AICPA and reg
ulatory agencies. PCPS’ own requirements effective
ly duplicated the AICPA requirement.

The Alliance Online
The new PCPS is committed to providing the
tools and resources to help member firms suc
ceed, and to making those tools and resources as
accessible as possible. That’s the reason for
developing PCPS online—the AICPA Alliance for
CPA Firms Web site. It will be your source for
practice management information on the World
Wide Web.
With a launch date targeted for January 15,
1998, PCPS online will feature two separate
access points—one for PCPS members, the other
for the public.
The PCPS members’ site will offer instanta
neous information on firm management issues,
technology, tax, accounting and auditing, mar
keting, and new service development. You will
be able to exchange information with other
members through the PCPS forums, access firms
through one of the interactive databases, scan
the classified advertisements for something (or
someone) your firm needs, find out the latest
PCPS committee news, or click on the practice
management “Tip of the Day.” In short, you will
be able to access many PCPS benefits from your
desktop.
The public site will feature information of
interest to bankers, lawyers, students, small
business owners, and finance professionals. The
site, thus, provides a gateway for referral
sources, potential clients, and recruits to realize
the benefits of choosing a PCPS firm.
PCPS online will be user-friendly, enabling
you to navigate through the site by topic or to
hyper-link directly to directories, forums, and
committee pages.
Look for more information from PCPS or visit
AICPA online (www.aicpa.org) for updates on
the site.

New Name, New Mission, New
Requirements
A new name and mission, and new membership
requirements for PCPS were unanimously
approved by AICPA Council on October 21, 1997.
A phase-in process will take place during the next
several months.
Shortly, you will receive an information kit
detailing the benefits and changes. Firms under
going peer review in the near future should con
tact their peer reviewers to ensure their familiar
ity with the new requirements.
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PCPS believes that continuing professional edu
cation is a key component of a successful CPA prac
tice. As clients continue to demand more sophisti
cated services, professional education will become
even more important, and the various PCPS com
mittees—Management of an Accounting Practice
Committee, Technical Issues Committee, Small
Firm Advocacy Committee, and the Executive
Committee itself— will explore new ways for firms
to access quality CPE at affordable prices.
Still providing leadership

These changes by no means lower the bar to PCPS
membership. In fact, PCPS could have tightened
membership requirements. But when PCPS com
mittee members presented the concept of stricter
PCPS requirements during the Town Hall meetings,
the consensus of participants was, “Do not raise the
bar just for the sake of it.” They stressed that PCPS
membership requirements should be meaningful
and relevant.
In reality, the bar has been raised in a new way—
by a marketplace that demands superior products
and services. The new PCPS is designed to enable

member firms to exceed these new client expecta
tions. As a PCPS member, your firm demonstrates a
strong commitment to support and actively partici
pate in an alliance of CPA firms dedicated to pro
viding the highest-quality professional services to
clients.
Still involved in advocacy

Along with providing member information resources,
PCPS will continue to play a key role on technical and
professional issues. One of its greatest successes, the
PCPS Technical Issues Committee, has become one of
the most trusted counselors to the profession’s stan
dard-setting bodies. And the Small Firm Advocacy
Committee represents the opinions of firms with ten
or fewer professionals on all issues that might affect
their viability and profitability. Leadership and advo
cacy remain two cornerstones of PCPS.
As stated elsewhere, PCPS can’t make your firm dif
ferent, but it can lead you to the tools, resources, and
opportunities that will help your firm respond to the
challenges of the marketplace. And importantly, PCPS
is providing leadership to protect the public interest
and reduce the threat of unnecessary regulation. □
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WHEN A LAWYER CALLS ABOUT YOUR CLIENT
In today’s litigious society, it is not unusual for a CPA to
receive a phone call or letter from an attorney represent
ing an individual involved in litigation, seeking informa
tion on a client. Frequently, a formal discovery request
will follow. The request is usually a subpoena to appear at
a deposition to produce the specified records relating to
the client and testify regarding the transaction in ques
tion. What should the CPA do when confronted with this
type of situation? What are the potential ramifications to
the CPA firm if such situations are not properly handled?
While the CPA firm may want to assist the client in the
pending litigation, it must proceed cautiously. A request
for information relating to a client engagement from any
attorney should be prudently handled, and written con
sent from the client must be received before information
can be released. Despite assurances otherwise, informa
tion developed which even arguably implicates the CPA
firm in the pending litigation may result in the firm’s
becoming a party in this or related litigation.
In a recent incident, a CPA’s client initiated Chapter 11
bankruptcy proceedings. As part of those proceedings, the
bank holding a promissory note for more than one-half
million dollars (secured by the client’s inventory) con
ducted a deposition of the CPA after the bank’s outside
accounting “expert” had spent three days reviewing the
client’s records in the CPA’s office. The CPA went into the
deposition without reviewing his client’s records in detail
and without consulting an attorney of his own regarding
the matter.
At the deposition, the bank was represented by counsel,
the debtor was represented by counsel, but the CPA was
not represented by anyone. During the course of the depo
sition, the CPA made several statements which implicated
him in issues related to the valuation of the client’s inven
tory. These statements, which were, in fact, not accurate,
resulted from the CPA’s misunderstanding of the issues
involved in the case and his failure to thoroughly review
his client’s records before the deposition.
Thereafter, the debtor’s Chapter 11 proceedings were
converted to a Chapter 7 liquidation, with the majority of
the client’s debt to the bank left unsatisfied. The bank sub
sequently initiated suit against the CPA for the deficiency.
Upon receipt of the summons and complaint, the CPA

referred the matter to his professional liability insurance
company, which assigned him counsel. After the bank
had answered certain interrogatories and produced vari
ous documents during the discovery portion of this law
suit, the CPA’s deposition was again taken by the bank.
Prior to this second deposition, the CPA met with his
attorney, reviewed relevant documents from his file as
well as those produced by the bank in the litigation, dis
cussed the expert report prepared on his behalf, and role
played the deposition with his attorney. The CPA’s perfor
mance at the second deposition was a considerable
improvement over the first. Statements made at the orig
inal deposition could not be undone, however, as it is
extremely difficult to explain inconsistencies between
sworn statements.
In the above scenario, the failure of the CPA to proper
ly prepare and obtain representation for the deposition
led to not only his direct involvement in litigation, but
also considerably enhanced the potential for successful
litigation against him. Such situations illustrate the cru
cial need for accounting professionals to obtain compe
tent legal advice upon receipt of any inquiries, regardless
of the perceived legal risks.
In the event of an attorney inquiry, it is imperative for
the CPA firm to consider its professional liability insur
ance coverages and requirements. Accountants profes-
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sional liability insurance policies are generally “claimsmade” policies. This means a claim must be made and
reported during the policy period or any extended report
ing period in order for the insurance company to provide
coverage for the claim.
What an accountant construes as a client’s general
inquiry, an insurance carrier may later define as a claim
or a potential claim, both of which must be reported with
in the policy period for coverage to be effective. It is
important to be especially cautious and promptly report
any potential incidents to avoid limitations in coverage.
What to do on receipt of informal requests
from a client’s attorney or a subpoena
regarding pending litigation

1) Contact the firm’s insurance company or agent and
provide details of the situation. Some accountants profes
sional liability policies, such as those offered in the AICPA
Insurance Program, contain pre-claim assistance benefits
which provide free or minimal-cost legal advice. If the
insurance company has such a program, counsel should
be requested to assist in the preparation of the firm’s
response.
If the firm’s insurance coverage offers no formal pre
claim assistance program, but the insurance company
believes the request may be a potential claim, the names
of local insurance company-approved attorneys experi
enced in accountants professional liability claims should
be obtained for you to contact for assistance. You should
confirm in writing any telephone conversations with the
agent and the insurance company and provide copies of
the formal information request and a description of all
concerns regarding a potential claim to both parties.
2) If the insurance company does not have a pre-claim
assistance program and believes the request for informa
tion does not constitute a “claim,” obtain this determina
tion in writing and directly retain an attorney experienced
in the handling of professional liability claims against
accountants.
3) Once you have contacted an attorney, a detailed

background of the situation should be prepared and a
determination made regarding the reporting of a claim to
the firm’s professional liability insurance company. You
should confirm the attorney’s advice on the situation in
writing.
4) Work with the attorney to properly prepare a
response to the discovery request and thoroughly review
all available documents related to the matter. The attor
ney may be able to obtain additional documentation
already produced in the litigation which might be helpful
in preparation for the deposition. Before the deposition,
meet with the attorney to discuss issues and questions
which may be asked.
5) You need to make certain the attorney also attends
the deposition. Representation as a nonparty witness at a
discovery deposition does not suggest trying to hide infor
mation and will not automatically implicate the firm as a
party to the litigation. Instead, proper representation
indicates a firm's understanding of the deposition’s sig
nificance and its potential consequences. Additionally,
proper preparation for representation at the deposition
will expedite the proceeding by providing approved
responses and presentation of requested documentation.
In summary, when responding to requests for informa
tion regarding a client involved in pending or potential lit
igation, competent legal representation and prior prepa
ration are essential to success. In such situations, success
means avoiding direct involvement beyond required par
ticipation in the pending discovery proceeding. Direct
involvement cannot always be avoided, however. In such
instances, success means handling the discovery proceed
ing in a manner which enhances the firm’s position in the
litigation if the firm is later made a party. □
—by Robert D. Thompson, Esq., Pennington &
Thompson, P.C., 135 Woodcrest Road, Cherry Hill, New
Jersey 08003-3620, tel. (609) 795-0882, and Bruce S.
Botwin, CPA, Botwin & Co., Woodland Falls Corporate
Park, 200 Lake Drive East, Suite 206, Cherry Hill, New
Jersey 08002, tel. (609) 482-7842

Underwriters Comer
The Underwriters Comer is published to provide AICPA
members with responses to frequently asked questions
regarding accountants professional liability insurance
or risk management issues. Should you have any ques
tions you would like answered in this publication, send
them to Accountants Professional Liability Loss Preven
tion Supplement, C/O Aon Insurance Services, 4870
Street Road, Trevose, Pennsylvania 19049, attn: Marian
Cook.
Q. If my accounting firm is issued a subpoena by a
former client’s attorney, requesting specific records

and details of the services we performed, can I receive
legal assistance under the AICPA policy?
A. Yes. The AICPA policy provides coverage for legal

counsel as well as related expenses incurred when re
sponding to a subpoena to produce documents or testi
mony, even when no malpractice claim has been made
against you. This valuable feature requires no deductible
prior to payment of benefits to your insured firm. For
additional information on AICPA Program coverages, call
an AICPA Insurance Program Service representative tollfree, (800) 221-3023.

The Professional Liability Insurance Plan Committee objective is to assure the availability of professional liability insurance
at reasonable rates for local firms, and to assist them in controlling risk through education. For information about the AICPA
Plan, call the national administrator, Aon Insurance Services, (800) 221-3023, or Leonard Green at the Institute (201) 938-3705.
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Terminating a Client Relationship
Ending a client relationship can be a difficult undertak
ing for a CPA. Nevertheless, situations develop which
make the termination of a relationship the necessary or
prudent response. If you find yourself in an engagement
with a difficult or risky client, you need to evaluate the
client relationship in a practical and objective manner.
For example, you might consider whether
You have sufficient staff and resources to proper
ly address the client’s current needs. A rapidly grow

ing client can soon require extensive services, often
necessitating more staff to meet deadlines. If your firm
is struggling to meet these demands, can you afford to
expand in order to accommodate the client?
The client or the client’s lenders or stakeholders
are requesting services you are not qualified or able
to proficiently perform. A currently satisfied client is

interested in initiating other procedures or services for
which you have little expertise. Performing such tasks
not only increases your firm’s potential for liability
claims, it may also prevent you from delivering the same
level of service the client has come to expect from you.
The client is failing to provide requested informa
tion on a timely basis. By delaying your access to nec

essary information, the client extends your service time
requirements, causing your billings to exceed original
fee estimates. Additionally, such delays create rush pro
cessing of information in order to meet deadlines, and
increase the opportunity for unnecessary errors, omis
sions, and late filings for which your firm may be liable.
The client has expanded its business into indus
tries with which you are unfamiliar. By maintaining a

client base within your areas of proficiency, you can
provide optimum service levels and position your firm
as a leader in your community within its specialties.
You have identified business practices within the
client’s operations with which you strongly disagree
or are uncomfortable. You may find a client whose

business operations or practices are not consistent with
your views. Associations with less reputable organiza
tions can reflect poorly on your firm. These clients gen
erally pose substantial risks which are best avoided.
At times, such issues can be overcome or at least mini
mized by outsourcing certain services with another prac
titioner who can offer the particular experience the client
requires. Or you may choose to add a CPA to your firm
with complementary, specialized skills to round out the
overall expertise and qualifications of your firm. If neither
option meets your firm’s needs or business plans, ending
the client relationship may be appropriate.
While terminating a client relationship can be both
difficult and costly, recognizing that your firm is not
able to adequately serve a client’s needs will help you
avoid potentially serious liability risks and preserve your
professional reputation within the community. If you
have decided to disengage from a client, take steps, such
as the following, to best protect your interests and exit
the situation expeditiously and prudently.
□ Inform the client of your decision to end the relation
ship and specify the exact date of termination. This may
be done in a face-to-face meeting with the client, but
should be followed up with your written confirmation
via return-receipt mail so the file can be documented.
□ Offer to cooperate, as appropriate, with any successor
Accountants Professional Liability, November 1997

CPA. Some firms use a transition plan which docu
ments how and when services and responsibilities will
be moved to the successor CPA in order to avoid a
compromise in service for the client. Schedules indi
cating services performed to date and impending due
dates of information, payments, etc., are some possi
ble inclusions you may wish to present in this plan.
□ Inform the client of any upcoming deadlines in writ
ing, along with the actions the client needs to take to
meet the deadlines. Identify potential penalties for the
client for missing the deadlines.
□ Return all client documents and records to the client,
and keep a detailed record of what is returned. Obtain
a receipt from the client evidencing what you have
returned.
□ Keep all of your working papers and records and
maintain them in accordance with your firm’s record
retention policy.
□ Coordinate all subsequent contacts with the client or
client representatives through a single principal of
your firm. Thoroughly document all such contact in
the client’s file.
□ Review your firm’s policies regarding access to work
ing papers by a successor CPA. Always receive written
permission from clients prior to releasing any infor
mation from their files. Also, be sure to document any
access to the file.
□ Never release original documents unless you are
returning those which belonged to the client.
Maintain copies in the file.
□ Never release information to anyone other than the
client without the client’s written authorization.
Maintain copies of the released documents and
accompanying correspondence in the file.
□ Never divulge client confidences without the client’s
written permission.
You can typically expect the client whose relationship
has been terminated to be unhappy with your decision,
and a client upset with a CPA presents a heightened lia
bility risk. It is, therefore, crucial that all of your deal
ings with the client continue to be performed in a thor
oughly professional manner. Be especially careful to
avoid conflicts and provide prompt responses to any
complaint the client may formulate. Everything you do
or say may be used by an opposing attorney as potential
evidence against you in any future litigation.
Once the engagement has been terminated, inquiries
from the client or the client’s attorney regarding your
performance or exercise of judgment throughout the
engagement should be responded to only by a designat
ed partner or principal in your firm and only after con
sulting with your attorney. If it becomes evident the
client is considering a claim against your firm, prompt
ly notify your professional liability insurance carrier as
required by your policy.
Keep in mind, terminating a relationship may not end
all contact with a former client. Due to work completed
in prior years on previous engagements, there may be a
continuing need to work with a terminated client. For
example, if you have audited a client’s financial state
ments covering a prior year and those statements need
to be filed as part of an offering document or in an annu
al report with a regulatory agency, your previous report
may also need to be included. You need to cover these
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malpractice claim has been made.

continued from page 3

□ New coverage for regulatory inquiries. If a state

requirements in an engagement letter with the termi
nated client as the need for your report subsequently
becomes required.
Terminating a client relationship can be difficult; how
ever, your firm’s success depends upon your ability to
make good business decisions regarding your firm’s
strengths and weaknesses and the corresponding service
requirements of your client base. Ultimately, your client is
better served by a CPA with a strong proficiency in his or
her industry or desired service area. Properly identifying
clients you can best assist and restricting your practice to
those individuals or businesses, will help to protect your
firm from malpractice claims and further promote your
firm as the leader within its desired market. □

licensing board, state regulatory body, or governmental
agency initiates an investigation against an insured, the
Plan will pay benefits for attorney fees and court costs,
up to $2,500 per policy year.
□ New coverage for lost income reimbursement. The
Plan pays $250 per day, up to a maximum of $5,000 per
policy period, for income lost due to attendance
required by CNA at a trial, court hearing, mediation, or
arbitration proceeding.
New optional coverages are also available, providing
Z Not-for-profit directors and officers defense. The
Plan provides up to $100,000 of supplementary defenseonly coverage for members of the firm in their roles as
officers or directors of qualified not-for-profit entities.
Z Employment practice defense optional coverage.

This article should not be construed as legal advice or a
legal opinion on any factual situation. Its contents are
intended only for general information purposes.

— by John McFadden, CPA, CFE, and Joseph Wolfe,
Risk Management, Accountants Professional Liability,
CNA Pro, CNA Plaza, 36 South, Chicago, Illinois 60685,
tel. (312) 822-4416 and (312) 822-5836

Premier Plan Enhancements Now Available
The Professional Liability Insurance Program Committee
of the AICPA continually reviews the coverages offered by
its member insurance plans to ensure the benefits reflect
the changing needs of today’s CPAs.
In order to meet the coverage requirements for the
diverse groups of CPAs within the association, the AICPA
Insurance Program offers three distinct professional lia
bility plans: the recently introduced CPA Value Plan for
firms with three or fewer accounting professionals and
annual billings up to $300,000; the Regional Firms Plan
for the broad-based coverage required by regional and
Group B firms with annual billings in excess of
$10,000,000; and the Premier Plan for firms with unique
coverage needs or with more than three accounting pro
fessionals and annual billings over $300,000.
To provide more comprehensive protection for the
growing range of services many firms in the last-named
group now offer, Premier Plan is introducing valuable
new Plan enhancements including:
□ Expanded coverage for fiduciary services. This
includes coverage for an insured’s role as an executor,
administrator, or personal representative of an estate.
The Plan also provides coverage for services as a
trustee of personal trusts, an arbitrator, or a mediator.
□ Clarified coverage for personal financial planning.

The Premier Plan provides coverage in accordance with
policy terms for financial planning and investment
advisory services to clients.
□ New coverage for attorney fees to respond to sub
poenas for documents and testimony. The Plan will

provide legal counsel to advise the insured regarding
the production of documents and the presentation of
sworn testimony upon receipt of a subpoena, even if no
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The Plan offers qualified firms defense coverage against
claims of wrongful employment practices, such as
wrongful termination, sexual harassment, and violation
of any federal, state, or local laws concerning discrimi
nation in employment.
The enhanced Premier Plan continues to offer AICPA
members comprehensive coverage at competitive rates.
And a variety of premium credits reward firms for
longevity with the Plan, favorable claims experience,
peer review, and use of engagement letters. By incorpo
rating a full range of deductible and coverage options, as
well as premium financing opportunities, the Premier
Plan is designed to fit the insurance needs of CPA firms
and their budgets. □

AICPA Insurance Program Web Site
Updated
The AICPA Insurance Program Web site was recently
updated with new, user-friendly graphics and valuable
product information. Detailed explanations on the latest
coverages, features, and programs are available in an
instant with this enhanced service.
Using the navigational tools now featured throughout
the site, you can easily select the information you want.
Complete an accountants professional liability applica
tion or information request form, look up a life insur
ance rate, send us some feedback, or just see what’s new.
Review the Risk Management Seminar Schedule to find
out when you can enroll in a class and earn money-sav
ing premium credits on the AICPA Professional Liability
Insurance Program.
If you prefer to talk face-to-face, a list of the twenty
eight Professional Liability Insurance Program regional
representatives is provided with specific contact infor
mation including E-MAIL addresses and telephone
numbers. You can also browse a schedule of the trade
shows which AICPA Insurance Program representatives
will be attending to answer your questions. Additionally,
in commemoration of over 100 years of CPA service, the
site now includes a variety of interesting historical facts
and photographs relating to the accounting profession.
You will find the AICPA Insurance Program Web site
at www.cpai.com □
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A SNEAK PEAK AT THE 1998 PRACTITIONERS

Niche Practices

SYMPOSIUM

•
•
•
•
•
•
•
•
•
•
•

Accounting & Auditing

•
•
•
•
•
•
•
•
•
•

SAS Update
GASB Update
Accounting Standards Update
Single Audit Requirements
Performance Measurement Assurance Services
Elder Care Assurance Services
SSARS Rewrite/OCBOA Update
Quality Control Standards
Electronic Commerce Assurance Services
EDP Auditing

Developing a Niche
Developing a Healthcare Niche
Succeeding in a Healthcare Niche
Helping Non-Profit Organizations Manage
Litigation Support
Mock Trial/Expert Witness Panel
Developing a Business Valuation Niche
Succeeding in a Business Valuation Niche
Planning for the Older Client
Developing an Investment/PFP Niche
Succeeding in an Investment/PFP Niche

Taxation
Firm Management

•
•
•
•
•
•
•
•
•
•

Motivating and Retaining Staff
Managing Risk
How to Acquire, Sell, Merge an Accounting Firm
CEFM—What Your Clients Are Doing
Make Marketing a Whole-Firm Project
Managing Growth
Partnership Retirement Roundtable
Firm Succession Planning
Visioning and Strategic Planning
Developing Alliances

Technology

•
•
•
•
•
•
•
•
•

Paperless Audit
Business Use of the Internet
Paperless Office
Hardware and Software Update
Accounting Practice Automation
Disaster Recovery
Top Ten Technologies
Virtuality for CPAs
Technology Security

•
•
•
•
•
•
•
•

Round Table Topics

•
•
•
•
•

Managing Stress
Business Etiquette
Dealing with Change
How to Be a Rainmaker
What’s Bad About Doing Good?
What the Financial Markets Are Telling Us
Skills for Better Written Communication
How to Be an Ideal Leader

Getting Value out of Peer Review
Efficient Auditing Techniques
Partner Compensation
What Do You Want from the AICPA?
How Can PCPS Help You?

A SNEAK PEAK AT THE 1998 AICPA NATIONAL

CONFERENCE ON ASSURANCE SERVICES

•

Personal & Professional Development

•
•
•
•
•
•
•
•

New Tax Law Review
International Tax Issues for the Small Practitioner
Planning for College Costs
Estate Planning Under the New Tax Law
Offers in Compromise/Installment Agreements
Practical Issues of LLCs
Retirement Plans for Small Businesses
Valuation Issues Related to Estate and Gift Tax

•

•

•
•

Overview of the various Assurance Services that
your firm can begin providing: Electronic
Commerce, Elder Care, Performance Measures,
Systems Reliability, and Risk Assessment
Choose one assurance service and receive detailed
training on how to perform the service and incorpo
rate it into your practice
Discover ways to market these service to your exist
ing client base and how to use them to attract new
customers
Real life examples
The future of Assurance Services

REGISTRATION FORM—AICPA 1998 PRACTITIONERS SYMPOSIUM
(For additional registrants, please photocopy this form)
Practitioners Symposium—PCPS Members
Practitioners Symposium—Non PCPS Members

Ml
M2

$600
$675

National Conference on Assurance Services
Both Conferences—PCPS Members
Both Conferences—Non PCPS Members

M3
M4
M5

$650
$950
$1,025

(save $75)

(save $375)
(save $300)

Please send me my free book for registering by 1/31/98 (please check which book you would like to receive)
___ Winning Proposals
___ Seasonality
___ Managing by the Numbers

Mail to:

Fax to:

AICPA
Meetings Registrations
P.O. Box 2210
Jersey City, NJ 07303-2210

(201) 938-3169 (credit cards only)

By Telephone:
(800) 862-4272 (provide operator with code VW)

My check for $ ____________ is enclosed

Bates # PS98 (AICPA Use Only)
OR

Please bill my credit card:

__ MasterCard

__ Visa

__ Discover
/
/
Expiration Date

Credit Card #

$
Signature

Amount

Name

Firm Name or Affiliation

Nickname for Badge

Street Address

Suite

P.O. Box

State

City

Home Phone #

Zip Code

Work Phone #

E-Mail Address

Name & Telephone of an Emergency Contact

In accordance with the American Disabilities Act, do you have any special needs?
_ Yes __No (If yes, you will be contacted)
AICPA Member ___ Yes

No

PCPS Member ___ Yes

Please let us know how many professionals are in your firm
__ 1-5
__ 6-10
__ 11-24
__ 25 -49

___ 50-99

No

___ 100 or more

5

Your Voice in Washington

AICPA Conference Calendar
Taxpayer confidentiality

Included in the IRS reform bill that swept through
the House Ways and Means Committee on October
23, 1997, is a provision that would increase confi
dentiality protection for taxpayers by expanding
client confidentiality privilege in noncriminal pro
ceedings before the IRS to tax advice from all indi
viduals authorized to practice before the IRS.
The AICPA strongly supports this provision, hav
ing asked the IRS for this change several years ago.
The IRS reform legislation (H.R. 2726), which
grew out of the work of the National Commission
on Restructuring the IRS, also includes an external
oversight board and a five-year fixed term for the
Commissioner, both of which concepts were pro
posed by the AICPA. The eleven-member board will
oversee the IRS’s strategic planning and budgeting.
The President will retain the authority to appoint
the commissioner of the IRS.
Other AICPA-backed changes included in H.R.
2726 are provisions to strengthen taxpayers’ rights
and provisions to reduce the complexity of the tax
law by requiring a complexity analysis and encour
aging IRS input during the legislative process as to
whether pending tax legislation is administrable.
The House is expected to easily pass H.R. 2726
before it adjourns for the year. The Senate proba
bly will not tackle IRS reform until Congress
returns next year, however.
AICPA urges IRS to overhaul offer

in compromise program

In an October 9, 1997, letter to the IRS, the AICPA
urged the IRS to overhaul its offer in compromise
program. The Institute noted that reports from
members indicate that “there has been a substan
tial increase in the number of offers rejected either
as unprocessable or as insufficient in amount.”
The Institute further commented that “it appears
that the concept of ‘unprocessability’ was devel
oped to dispose of a large number of offers without
having to write a report.”
The AICPA noted it believes the program “serves
a very useful purpose” and asked for a meeting with
the IRS to discuss the Institute’s recommendations.
Those recommendations included proposals to
□ Improve the overall offer process.
□ Reduce the number of offers rejected as
unprocessable that could be made acceptable
quickly and easily.
□ Update standards annually to reflect inflation.
The Institute also pointed out problems with the
revised Form 656. □

National Conference on Banks and Savings
Institutions*
November 6-7—Grand Hyatt, Washington, DC
Recommended CPE credit: up to 24 hours
(*Special Optional One-Day pre-Conference
Program on November 5.)

Annual Securities Conference
November 11-12—New York Hilton, New
York, NY
Recommended CPE credit: 14 hours
National Conference on Credit Unions*
November 13-14—JW Marriott, Washington, DC
Recommended CPE credit: 16 to 18 hours
(*Benchmarking pre-Credit Union Conference
Program on November 12. Recommended CPE
credit: 8 hours.)

Business Valuation Conference
November 16-18—Loews Coronado Bay Resort,

San Diego, CA
Recommended CPE credit: 16 hours
National Conference on Real Estate
November 17-18—Marriott, New Orleans, LA
Recommended CPE credit: 16 hours
National Construction Conference
December 8-10—The Fairmont, New Orleans, LA
Recommended CPE credit: 19 hours

Fraud Conference
December 8-9—Hyatt Hill Country,
Antonio, TX
Recommended CPE credit: 16-19 hours

San

Conference on Current SEC Developments
December 9-10—Grand Hyatt, Washington, DC

Recommended CPE credit: 17 hours

Personal Financial Planning Conference
12-14, 1998—Hilton Walt Disney
World, Orlando, FL
Recommended CPE credit: 21 hours
(Pre-conference optional program on November
11. Recommended CPE credit: 4 hours.)
January

To register or for more information, contact
AICPA Conference Registration, tel. (800)
862-4272.

More to Come on Evaluating Clients

A considerable number of readers have asked about the points
assigned items in the various categories on the client evalua
tion form that accompanied the article “Making Efforts to
Retain Clients," in last month’s Practicing CPA. Because of the
interest, we will revisit client evaluation in an upcoming issue.
Practicing CPA, November 1997
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Practice Products from the AICPA
The Institute has developed the following products
that deal with various aspects of managing a practice
and providing services to clients.
□ CPA’s Personal Finance and Investing Alert is a cas
sette subscription service that covers topics such as
family limited partnerships, estate planning for the
affluent client, and asset protection strategies.
A 20 percent discount charter subscription offer is
available on CPA’s Personal Finance and Investing
Alert, product no. GO3001PC11, cost $132.00 (mem
bers), $164.80 (nonmembers).
□ Firm Retreats: A Step by Step Guide for CPA Firms
explains how to conduct a retreat to achieve new
and more profitable levels of success.
Firm Retreats: A Step by Step Guide for CPA Firms,
product no. 090428PC11, cost $19.95 (members),
$25.00 (nonmembers), is available now.
□ Creating a Virtual CPA Practice: Ten Case Studies
discusses whether a CPA firm needs traditional
office space, and explains how to produce quality
work and maintain profitability in an unconven
tional setting.
Creating a Virtual CPA Practice: Ten Case Studies,
product no. 090426PC11, cost $22.95 (members),
$28.95 (nonmembers), is available now.
□ Increase
Your Personal Marketing Power:
Relationship Skills for CPAs shows how to evaluate,
plan, and execute individual marketing strategies
and build interpersonal relationship skills.
Increase
Your Personal Marketing Power:
Relationship Skills for CPAs, product no. 090417PC11,
cost $28.00 (members), $37.00 (nonmembers), is
available now.
□ ATB for Windows Version 2.0 allows you to move
quickly and easily from client information to trial
balance, to financial statements, to tax packages
with fewer keystrokes than before. Special intro
ductory savings of $100 if you order now.
ATB for Windows Version 2.0, product no.
016561PC11, cost $695.00.
You can also save if you upgrade now!
□ Upgrade from Windows 1.0 or higher, product no.
016562PC11, cost $165.
□ Upgrade from DOS, product no. 016564PC11, cost
$355.
□ The Practicing CPA on Developing and Marketing
Services is a collection of articles that deal with the
development of specific services and marketing
and selling services that have been published in the
Practicing CPA from the first issue in November
1977 through December 1996.
The Practicing CPA on Developing and Marketing
Services, product no. 093001, cost $29.00 (members),
$36.00 (nonmembers), is available now.
To purchase these products, call the AICPA order
department, (800) TO-AICPA. Ask for operator PC. □

Practicing CPA, November 1997

AICPA Launches WebTrust, A New
Practice Opportunity
On September 16, the American Institute of Certified
Public Accountants and the Canadian Institute of
Chartered Accountants (CICA) officially launched
WebTrust, a new service opportunity for CPAs (and
CAs in Canada). WebTrust is a seal of approval for
Web sites, and its presence indicates that the Web site
complies with the AICPA/CICA WebTrust Principles
and Criteria for Business-to-Consumer Electronic
Commerce. Use of the seal is intended to increase con
sumer confidence in on-line transactions.
The seal of assurance can be awarded to a Web site
which complies with all the WebTrust Principles
which address three broad categories:
□ Business practices disclosures.
□ Transaction integrity.
□ Information protection.
The on-line entity’s management will make asser
tions which state it is in compliance with the WebTrust
Principles. The CPA will then test these assertions
under the Attestation Standards. If the CPA is able to
issue an unqualified opinion, then the Web site is eli
gible to receive the WebTrust Seal of Assurance.
The seal must be refreshed at least as often as every
ninety days, requiring the practitioner to update his or
her examination. (The examination may be updated
more frequently, depending on the practitioner’s pro
fessional judgment.)
Only CPAs who have completed training and have
been licensed by the AICPA are qualified to issue the
WebTrust seal. The licensing fees paid to the AICPA
will be used in funding an advertising/public aware
ness campaign to enhance the value of the seal to con
sumers. The AICPA will contribute additional funds to
this campaign.
Verisign, a provider of data security technology, will
provide seal management services for the WebTrust
Seal of Assurance. This includes the issuance of seals
through the use of digital IDs and searching the
Internet for counterfeit seals.
Training for those who would like to provide the
WebTrust service is currently scheduled for the follow
ing dates and locations:
October 30
Seattle, WA
October 31
Salt Lake City, UT
November 10
Anaheim, CA
November 11
Dallas, TX
December 2
Boston, MA
December 8
Atlanta, GA
December 17
Chicago, IL
December 18
New York, NY
To register for the program, cost $295 (for members
who register in advance), call (800) TO-AICPA and ask
to register for the Web Assurance Symposium. □
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Be a Rainmaker
continued from page 2
or law firm and follow the same format. The sole
purpose of these activities is to explain what each
firm does and to ask for business.
Offer to be helpful to referral sources and their
clients. Develop techniques to find out whether any
of the referral source's customers or clients might
be better served by a firm with your capabilities and
client service approach. Offer to teach a group of a
bank’s commercial lenders some basic accounting
skills. Hold sessions with attorneys of a law firm to
teach them the basics of law firm accounting.
Send follow-up letters after every meeting to rein
force aspects of the discussion. And enthusiastically
reward referrals. By this, I don’t mean just picking
up the phone to thank them. When we receive refer
rals, we deliver gifts (Omaha Steaks are a favorite)
accompanied by a handwritten thank-you letter.
(Editor’s note: See “How to Reward Referrals” in the
July Practicing CPA.)
Establish understanding

Convey information about your firm—it’s size,
growth capabilities, philosophy, client base, quality
emphasis, and the types of new clients you seek.
Arrange for referral sources to visit your firm and
conduct site visits in the summer months when
business activity is slower. Don’t visit a referral
source or client alone, though. Ask if you can bring
a team member so he or she can see the client’s
operation and learn how you interact with that per
son. These visits strengthen your relationships with
clients, referral sources, and team members, alike.
Stay in regular contact with present referral
sources and make constant efforts to meet new
ones. Referral sources are everywhere. They are
every client, as well as the bankers, attorneys, cus
tomers, and clients of every client you have.
Encourage your referral sources to let you spend
just one hour with one of their customers or
clients.
Community involvement

About ten years ago, I formed a group we call the
Business Exchange Club. It comprises one person
from each area of business in our community (one
CPA, one auto dealer, one auto repair shop, one hair
stylist, and so on). Starting with a few of us, today
there are fifty-five people in our group.
We meet every Thursday morning at 7:45 a.m. for
one hour. We sit five to ten people at a table, have
breakfast, and get to know each other. The meeting
agenda includes listening to one of the members
talk about his or her business for twenty minutes.

A Grab Bag of Practice
Development Ideas
□ Raise prices (but only if level of client
service justifies it).
□ Sell add-on services (audit representation
and next year tax planning, for example).
□ Cross sell to present clients. (Develop a
system to identify opportunities.)
□ Push work down to lower staff levels but bill
at the same rates. (This assumes staff has
been thoroughly trained).
□ Create new and desirable services (computer,
consulting, and business valuation services,
for example).
□ Buy an existing practice.
□ Merge with another firm.

Then, after the speech, we write down three new
developments in our firms that might be of interest
to another attendee—construction leads, new busi
ness leads, and so on.
The whole purpose of the meeting is to facilitate
the attendees’ doing business with one another. Last
year, for example, I generated forty-one separate
billings totalling $185,972.
Not all of those forty-one billings were to sepa
rate entities. In fact, I have probably only done busi
ness with one-third of the current members. But ten
years ago, when I started the Business Exchange
Club, none of the members was a client. Now, every
time I speak to the group, I obtain at least one
client.
Nurture your clients. It is five or six times as
expensive to obtain a new client as it is to retain a
current one, and present clients are the source of
your future growth. Eighty percent of new business
comes from them in the form of new services pro
vided and referrals, and referrals have a higher loy
alty rate than clients obtained in other ways.
Sixty-two percent of clients leave a firm because
of perceived indifference on the part of their CPA.
Show clients you care. Visit them and make sure
they have a wonderful experience with you. We are
no longer solely in the accounting business—we
are also in the sales and service business. Be pas
sionate about making clients aware that you think
about them and believe they are important to you.
This is the way to turn clients into advocates for
you. □

—by Stephen G. Roberts, CPA, Roberts, Cherry and
Company, P.O. Box 4278 (71134), 650 Olive Street,
Shreveport, Louisiana 71104-2298, tel.
(318)
222-2222, FAX (318) 226-7150
Practicing CPA, November 1997

Handling Price Objections
Do you often give discounts on the pricing of your
services? If you do, you may be losing more than
just money. Successful selling of your services
should create good profits for you and top value for
clients and prospective clients. If you don’t defend
the pricing of your services, clients and prospects
may develop doubts about their value.
Clients’ or prospects' reactions to your quoted
prices can include resistance and anxiety. Later,
there may be resistance to paying the bill.
Understanding these emotions can help you to
anticipate and handle objections before they arise.
Following are three strategies to help you maximize
your pricing and increase clients’ and prospects’
perceptions of value.
□ Don’t telegraph your willingness to discount.

Business owners are savvy when it comes to pur
chasing goods and services. If you let them know
you frequently discount, you are inviting negoti
ations over your quoted price.
Make a statement at the beginning of your pre

sentation, such as, “We may not be the lowest-price
firm in town, but that is not what you are looking
for, is it?”
□ Start your pricing at the highest expected
amount. Don’t say, “We estimate our fees will be

between $10,000 and $15,000.” Say, “To do this
right and achieve maximum value, I believe you
may need to invest up to $15,000 with us.”
When you give a range, the client or prospect
hears the low end, while you are thinking of the
high end. When you start at the high end, you leave
room for concession.
□ Create value in the client’s mind before you

discuss price. Talk about your responsiveness,
your network of business contacts, your satisfied
clients, and your firm’s reputation before dis
cussing price.
Show prospects your testimonial letters from
happy clients. First, create a perception of value,
then cover price. □

—by Troy A. Waugh, CPA, Waugh & Co., P.O. Box
1208, Brentwood, Tennessee 37024-1208, tel. (615)
373-9880, FAX (615) 373-9885

ADDRESS SERVICE REQUESTED
Harborside Financial Center
201 Plaza Three
Jersey City, N.J. 07311-3881
(201) 938-3005
Fax (201) 938-3404
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